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1. SUMMARY. BA’S AND PAA'S FARE INCREASE APPLICATIONS 
ARE IDENTICAL. EMBASSY CONCURS IN DEPARTMENT'S 
POSITION THAT POLITICAL LEVEL CONSULTATIONS ON IGS 
WOULD BE ILL-ADVISED AND WOULD DELAY OUR EFFORTS TO 
PUT PRESENT FARE INCREASE APPLICATION INTO EFFECT. 

WE RECOMMEND THAT THE BRITISH BE ENCOURAGED TO FOCUS 
FULL ATTENTION ON FARE INCREASE APPLICATION AT HAND. 
END SUMMARY. 


2. UK CAA GROVES RECEIVED BA'S FARE INCREASE APPLICA- 
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NOTES LATER IN THE DAY AND ESTABLISHED THAT PAA'S AND 
BA'S PROPOSED NEW FARE LEVELS WERE IDENTICAL. AVERAGE 
INCREASE TO THE PASSENGER IN BOTH CASES WOULD BE 7.9 
PERCENT. 

3. IN COURSE OF THE MEETING, GROVES DISCUSSED INFORM- 
ALLY UK VIEWS LEADING TO WASHINGTON DEMARCHE REPORTED 
REFTEL. WHILE BA HAD AGREED TO THE 7.9 PERCENT LEVEL 

OF FARE INCREASE FOR THE PRESENT, IN ORDER TO AVOID 
ADDITIONAL LOSSES DURING FISCAL YEAR 1975 (BEGINNING 
APRIL 1. 1975) BA WOULD REQUIRE ANOTHER FARE INCREASE 
EARLY NEXT YEAR SOMEWHERE IN THE NEIGHBORHOOD OF 10 
PERCENT. UK EMBASSY FEELS THAT IT WOULD BE BEST TO 
APPROACH THE GERMANS NOW IN TERMS OF "PUTTING T IGS 
ON A COMMERCIALLY VIABLE BASIS", WITH A VIEW TO INCREAS- 
ING IGS CARRIER REVENUES BY SOMEWHERE BETWEEN 15 AND 20 
PERCENT. SINCE THE BRITISH ALSO RECOGNIZE THE ADVERSE 
IMPACT ON PASSENGER VOLUME OF FURTHER FARE INCREASES, 
THE UK WOULD FAVOR EXPLORING WITH THE GERMANS THE 
QUESTION OF INCREASED SUBSIDIES. WHILE GROVES WAS NOT 
PREPARED TO GIVE FURTHER DETAILS ON THE BRITISH PRO- 
POSAL, HE SAID THE APPROACH THE UK HAD IN MIND WOULD 
SEEK TO RESOLVE IN ONE EXERCISE BA'S IGS REVENUE 
PROBLEMS THROUGH FISCAL YEAR 1975. 

4. ALSO SPEAKING "OFF THE RECORD", EMBASSY CAA TOLD 
GROVES THAT UK APPROACH COULD POSE SERIOUS OBSTACLES 
TO REACHING A PROMPT RESOLUTION ON THE PRESENT FARE 
INCREASE APPLICATION. MOREOVER, THE RAPIDLY CHANGING 
COST SITUATION IN CIVIL AVIATION GENERALLY SUGGESTED 
THAT IT WAS NOT PRACTICABLE TO ATTEMPT TO SET FARES TO 
COVER A PERIOD AS LONG AS THE BRITISH SEEMED TO HAVE 
IN MIND. EMBASSY CAA URGED THAT BRITISH GIVE PROMPT 
CONSIDERATION TO PROCEEDING WITH PRESENT APPLICATION, 
ADDING THAT WE WOULD ALSO BE INTERESTED IN EXAMINING 
THE POSSIBILITY OF REDUCING THE IMPACT OF INCREASED 
FARES ON THE BERLIN TRAVELING PUBLIC THROUGH ADDITIONAL 
FRG FINANCIAL AID. WE BELIEVED, HOWEVER, THAT EFFORTS 
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ALONG THESE LINES SHOULD BE KEPT WITHIN THE CONTEXT OF 
THE PRESENT FARE APPLICATION. 

5. COMMENT: EMBASSY AGREES WITH THE DEPARTMENT S 
POSITION THAT BRITISH SHOULD BE DISCOURAGED FROM RAIS- 
ING COMPLEX OF IGS ISSUES AT POLITICAL LEVEL IN 
WASHINGTON. WE BELIEVE US CONCERNS RE CONTINUED 
VIABILITY OF BERLIN AIR SERVICES AND PAA'S COMMERCIAL 
INTERESTS WOULD BE BEST SERVED BY HANDLING FARE INCREASE 
AND RELATED IGS QUESTIONS IN ESTABLISHED BERLIN AIR 
FORUMS IN BONN, WHICH AMONG OTHER ADVANTAGES WOULD 
PERMIT FULL FRENCH PARTICIPATION. BASED ON DISCUSSIONS 
HERE AND IN WASHINGTON, UK OBJECTIVE APPEARS TO BE TO 
IDENTIFY USG WITH A SUBSTANTIALLY GREATER FARE INCREASE 
THAN PAA AND THE EMBASSY BELIEVE WOULD BE COMMERCIALLY 
OR POLITICALLY VIABLE AT THIS POINT. IN SUM, WE 
CONSIDER THE BRITISH APPROACH UNREALISTIC AND CERTAIN 
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WOULD FIND AN INCREASE IN CARRIER REVENUES AS PROPOSED 
BY THE UK THOROUGHLY UNACCEPTABLE. 

6. WE SHARE THE DEPARTMENT'S VIEW THAT THE FRG WILL 
PROVE UNWILLING TO RAISE SUBSIDIES BUT WE THINK THIS 
QUESTION AND OTHER POSSIBILITIES OF INSULATING BERLIN 
TRAVELING PUBLIC (SUCH AS REBATE OF RECENTLY INCREASED 
FRG LANDING FEES) CAN USEFULLY BE EXPLORED HERE IN 

THE BCATAG DURING CONSIDERATION OF PRESENT APPLICATION. 

7. DEPARTMENT MAY WISH TO RESPOND TO BRITISH ALONG 
LINES THAT US BELIEVES BEST INTERESTS OF BOTH IGS 
CARRIERS. PARTICULARLY BA'S PRESSING NEED FOR 
INCREASED REVENUE. WOULD BE MET BY FOCUSING OUR FULL 
ATTENTION ON GETTING PENDING FARE INCREASE OF 7.9 PER 
CENT INTRODUCED AS SOON AS POSSIBLE AND THAT 
CHANCES OF ACHIEVING THIS WOULD BE MAXIMIZED BY 
PRESSING AHEAD IN BCATAG WITHOUT DELAY. QUESTION OF 
BA'S REQUIREMENTS FOR FISCAL YEAR 1975 COULD THEN 

BE DISCUSSED AT A LATER DATE. 

8. WE THINK THERE IS A CHANCE THE BRITISH WOULD 
ACCEPT SUCH A COURSE, GIVEN BA'S IMMEDIATE 
REQUIREMENTS. CONCEIVABLY, HOWEVER, THEY MIGHT TAKE 
THE POSITION. CONSISTANT WITH THEIR WASHINGTON 
APPROACH, THAT IT WAS ESSENTIAL NOW TO MOVE TO 
POLITICAL-LEVEL CONSULTATIONS. IN EFFECT POSTPONING 
CONSIDERATION OF THE 7.9 PER CENT INCREASE UNTIL 
RESOLUTION OF THE LARGER ISSUES. IN THAT CASE, 

WE WOULD PROPOSE DISCUSSIONS IN THE FIRST INSTANCE 
IN BONN ( C AA/TRIP ARTITE BONN GROUP). IN THE LIGHT 
OF SUCH DISCUSSIONS, CONSIDERATION COULD THEN BE 
GIVEN TO THE NEED FOR POLITICAL EXCHANGES IN CAPITALS. 

HIT ,T .F.NBR AND 
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